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Indonesian trad* in 1955 with I hs Slae-Sovist Bloc, although tUU a 
•wall diare of total trade, hat shown a el settle increase over previous years, 
waring the past wavers! jreara the Biss countries ham Matte ce«aid#rabl# effort* 
to increase trad* and economic relations with Indonesia. Hb*m effort* bam 
included the conclusion of trad* i pmiia a, the establishment of penasnetK 
trad* si salons, participation in the Djakarta International trade Fair* and. 
wore recently, offer* ef technical sMietanea for Indonesia** eeoncasie develop* 
went. During 1956 the Bloc ha* intensified its efforts to develop doner 
relations with Indonesia. In April the Soviet Union wade it* first concrete 
proposal to give Indonesia economic assistance for demlofnent in *11 fields. 

?wo agreements providing for Coach assistance were announced th« sene math. 
President Sukarno received and accepted invitations to visit the Soviet Onion 
sad Oomninist China. Indonesia also accepted invitations to md a parlisawntary 
aisslon to the USdH, Boland, Caecho Slovakia and Ccsmmist Osina. 

to date the steo-Oovlet Hoe has provided Indonesia with known credits 
totalling approximately 89.6 w ill io n and an estimated $100,000 in grants. 
l»*e*t Bloc credit has been an $8.0 Billion credit extended by Best 
in 1955 for the oonstruction of a auger factory. A $l,g million 
credit was extended by Csechoslovakis in 1956. Brier to 1956, Oboe technical 
assistance bad been on a enall-SQale. It now appears that the Hoc desires 
to participate in Indonesia** ecumenic demlejnent on a large-eeals. Current 
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offers by the aloe bars closely paralleled the general objeotlvee ©f Indonesia's 
Five-fear iootioeiic Development »«» - 

Ihe ssaount of afes aid has been mall compered with the assistance 
Indonesia hu received from the U8. Total US utiibnct to Indonesia tlcat 
1950 has amounted to approximately *148 million wfeidh include# a HOC aillion 
F^rt-Inport Saak credit extended in 1950. An agreement under feblie Law 480, 
signed in Marsh 1954, provides an additional sub of 077.4 Billion to be need 
for economic development purpoeea. 

^itb Indonesi a*# eoonoBie development severely handicapped by a lack 
of capital and a shortage of skilled personnel, it is apparent that Indmsala 
will require appreciable outside assistance if an extensive devefepaent program 
is to be undertaken, the Indonesian Oevarnaent, in line with it* nsutralist 
policy, has indicated its wil lingn ess to receive assistance front any source 
provided it eeataiae no political or Military eennitaeata. Indonesia will 
probably continue to seok a large share of its capital and technical assistance 
requirements from the Free World, but there is mi incr easing receptivity to 
Sfec offers of assistance. If the fifes eountries continue to sake offers 
which confers to Indonesia's mods, an increasing mount of Bloc aid win 
probably be accepted. 
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3ino-3ovl*t Sloe trade la 1951-1954, a* Shown in ffcble 1* reprooonted an 
insignificant poroantag* of Indonesia*! total trade* Indonesian trade *dtt» 
ti» bloc countries la 1955# although Mill a relatively i— 11 sham of total 
trade* Monad a si taaM* increase osar 1994* ladooasiaa eig»rte to the Moo 
in 1955 totalled $33*#8,000 ($*6 percent of total experts) oospore* to 
exports la 1954 of #*962*000 (1*1 paroant of total expert*}* Slsdlarly* 
Indonesian ixgnrtc fro* Me Uoo la 1955 increased to 140*366*090 (6*6 percent, 
of total laperta) from 115*333*900 (2*4 percent of total lnports) la 1954. 2 / 
Hie gradual in c reaos la the voice* of trade with Me bloe evidenced la 9» 
first half of 1955 mm soaeahat off eat by a decrease la the aaooad half* 
partially attributable to the policy of the Harahap Cabinet which restricted 
Coooh* roliah and Hungarian hgart* froa July to Bid-Oeessber because of 
unfavorable trade balances* j/ 

Cssohoalovaxla* ComunUt China and Hungary art Indonesia*# noat layortant 
bloe trading partners* Mfebar* oopra* pepper* ooffao* mho auger* and oooaast 
oil art exported to the MUm countries in exchange for light swaufaetaras 
notably textile®, oaanat* aotoroyolaa* and aa Miner/. 

Of Indonesia*# three principal export coowoditisa - rubber* tin and 
petroleum - only rubber is exported to the bloe* although under Me currant 
bloc egraaaaats tin la included on Indonesia*! export lists* S**a thou#, 
raifcer accounted for approximately 65 perasnt of total Indonesian experts to 
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tb* Bloc in 1955* exports to ths Hoe accounted for only 5*6 percent of total 
Indonesian rubber export*. & 1956 low rubber exports boson to treks reactions 
in ths Indonesian rubber producing areas, further slam was evoked fey 
President £is»abewer*s statement to Congress that the US could fee eelf- 
sufficient in synthetic rubber production within fees years* 3/ On 7 June 
1956 an Indonesian Cabinet decision to lift the embargo on rubber shipment* 
to Ceanamlst China was announced. Although tha Hoe provides only a relatively 
ninor Market for Indonesian rubber, it is apparent that with a decline in 
rubber experts Ind on es i a will be under pressure net only to expend rubber 

shipaents to ths Sins countries but also, with the recent Indonesian cabinet 

to 

decision, ^ake steps to open possibilities for ths export of rubber to Cemmist 
China. In 1955 th* Hoc took significant proportion* of certain agricultural 
products, as follows* coffee, 7.5 percent j copra, 11,4 percent; sugar, U.S 
percent; spices, 38,6 percent and coconut oil, 92,4 percent, 4 / 

Scnnodity statietiea for the first half of 1955 chow that textiles 
accounted for about half of the Bloc experts to Indonesia, while cement and 
semi -finished, iron and steal accounted for about 10 percent each, with Miscel- 
laneous light manufactures Making up rest of the balance, y 

Hoe supplies of textiles to Indonesia increased considerably in ths first 
half of 1955* Alttme& they had sold only about 12 nlllloa worth of textiles 
to Indonesia in 1954 (2,3 percent of total textile imports), they sold over 
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-i-12 minion worth in the first six Months of 1955* increasing the Bloc’s 
share of tills import market to ia.5 percent (sea Table 2}* y Indonesia Is 
hiffrily dependant upon external sources for t e x ti les since only 10 percent of 
her requirements ere set hr Cosmetic production. 

It is worth noting toe* that ex isting American business practices are 
causing US suppliers to lows out to European exporters in the textile 
field. Tj American suppliers refuse to flew a firm contract for goods 
"subject to the issuance of an import l i ee n ea " . local Importers in Medan 
(ooMssreial center in dunatra) are turning to European firms - Csseh* 
Hungarian, Dutch and West German - idtiah have indicated their willingnsse 
to give firs delivery oon tracts prior to the procurement of an import 
license (reportedly Css oh out Hungarian representatives have been particularly 
active in this field). Under the Indonesian system of licensing* Indonesian 
import firms oust, when they gst an order, get quotations from their suppliers 
end then apply far sa import lieenos at the price end in favor of the company 
quoted, this procass is time-eon easing and an import license, once granted* 
cannot be changed either in terms of juris* or aouros. If an American supplier 
of textiles raises the pries of his goods between the tine s quotation is 
given and an import lioeaae Is secured, the Indonesia importer must apply 
for a new license with a resultant delay in delivery to local customers. 

7b» Bloc is net lisdting its sales in the textile field to textiles 
alone. Caschoslovakia provided 29.2 percent of Indonesia's imports of 
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textile machinery in the first half of 1955* Hmu Cseoh sewing machine# 
oo^a*ie*d only 0.4 percent of the total imported la 1954# their share iaareaeed 
to 13.5 pareent in the first half of 195S.fi/ Hoe overtures In this field 
hew net eons solely fro* Cssohoalovakia. Consamiat Chins in 1955 offered 
to provide equiposnt for textile Mils or a long-term credit basis. J/ Seat 
Oe*»a«ar also has sods effsrs of eqaipsaat, sad following ths 1954 Djakarta 
***** Fair 14 donstsd an autoaatio weaving machine sad two knitting asohines 
to ths Textile Heaear eh Institute in Bandung. 12/ 

In view of In do n esians Intended expansion of its te xt ile industry, the 
aloe any continue to be an important supplier of equipasmt. In 1954 Indonesia 
had 65 textile mills ia operation and the industry was equipped with about. 
9'5#OO0 spindles and sa estimated 12,000 aschaaisal looms and 70,000 hand 
leoaa. U/ In SeptaHber 1955# the bead of Indonesia's Toxtile Heaeareh 
Inatltata, Dr. Sefuin, soooptod an invitation to vieit a Coo* textile 
machinery exhibit. Before hie departure fee declared that Znianeeia at that 
ti*e had only SO paroant of its minium requirements of textile machinery. }£/ 
fho potential input of blee aquipunt upon Indonesia* a textile Industry la 
therefore significant. 
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ms»d extensively with Eastern Europe - were abolished. G ovsrnasn t dselsraiiQn# 
issued in Oetdber 1955 indicated that trad* arrangements with the Hoe countries 
had bean unsatisfactory and had resulted la a general deterioration of the 
foreign ex c h an ge position. The Brim Minister, in « fa rllaa s ntar y debate, 
pointed out that raw products exported to the Bloc tod tom re traded in 
other markets in direct «mpetltlon with noral Indonesian shorts and that, 
under parallel transactions, Indonesian experts were usually sold helm world 
asrket pries a with the deficit tmde up by charging Indonesian consumers 
more for iuports. \SJ 

Ihe All goveraeat, which seals took office is April 1996, has 
Indicated its dissatisfaction, first expressed Is early 19$$, with the 
existing Sloe trade axmagamats. It toe notified the Eastern European 
countries of its desire to tsndnate the existing agreeaants; however, this 
masure has been taken with the view that am arrangements will be fomOaUd 
is rfiieh the quota# (velum) would bo revised and the system of psymat be 
«ato on a coapletsly new basis. W *8»th«r or sot the relmm of trade 
would be increased under new agrumsnts, the Bloc would probably continue 
to aaintcin a large umt of its trede because of sstsbUtosd connections 
witts Indonesian busine semen and insrsaaed Indonesian fasdliarity with SQLoo 
products. The ourrant status of the bios agrsanonts are givan below t 

Sas&si timSsibW 

After protracted negotiations, resulting fra Indonesian 
rsl u sts nco to ineluds its "strong" oomoditlss - rubber, tin 
and copra - in tho agrssmnt to avoid the loss of local currency 
saraod fra the coral sals of those oomoditios, tho agreement 
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w» finally renewed In late 4 * dy 19$$ for the period ending 
14 July 1956* The ipotmt envisaged trad* ia each direction 
of 4 Million pounds sterling, almost a 100 parosat increase 
over tit* previous agrsemsnt. Indonesian export quotas 
included 10,000 *.t. rubber, 3,000 m.t. of oopra sad 500 *.t. 
of tint Caecb export quotas for machinery and textile e were 
significantly increased. 


Hungary 18 / 

The Zndone slan-Mtmgarlaa agreement was automatically 
extended to 30 June 1856* Bader the previous a gre e a ent the 
largest Hungarian export quota consisted of textile*, 
followed by industrial machinery motorcycles and household 
articles, the previous a g re ea e n t prodded for total trad* 
amounting to 130.5 million rupiahs. (approximately $11.75 
mill i o n ) * 


Boland 19/ 


The fellah agreement signed 6 September 195$ for the 
period 1 May 1955 - 30 April 1956 provided for total trade 
of 3.6 million pounds sterling, tits same as meter the 
previous agreement. It mss reported that Indonesia bad 
refuaed a fellah request ts raise the anticipated level 
of trade to IS million pounds starling - an apparent reflec- 
tion of the ceveramaat** attitude toward bilateral agree- 
ments in general and especially those with the Hoc. felish 
offers of oredita and tschniaal assistance and the possibility 
of direct shipping service# between the two countries were 
discussed during the negotiation!, but no agreement has 
subsequently been concluded on either of these points. 
Principal felish export quota* include textiles end machinery 
(including textile machinery) f In do nesi a n export quota* 
include 500 ten* of tin, 5*000 tens of rubber and 1,500 tens 
of oopra. 


jBBBiJaLSMat 30 / 


The ag re e men t with Communist China was automatically 
renewed for a year ending 31 July 1956 under the pre- 
visions of tiw previous a greemen t. The previous agreement 
provided for total trade of 6 million pound* sterling, is 
Indonesian trade delegation wsa scheduled to depart for 
China in July 1955 far the purpose of negotiating an 
enlarged pact providing notably for increased textile 
Imports, but the trip was postponed indefinitely, fee 
Indonesian Seoncmie Ministry announced that trade with 
China was running well and would continue without a new 
trade a greeme nt. 


flumanta 21/ 


The Rumanian agreement was extended for oas year 
from 1 July 1955* fee R u m anian delegation to the 3rd 
International Trade fair at 0 Jakarta announced Rumania*! 
intention of expanding trade relations with Indonesia 
within the framework of the a gr e emen t. 


* Unless otherwise specified, the official exchange rate of/repieh/$.OT7 
has been need throughout the paper* 
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A preliainary s grsiwwnfc bet mm Bulgaria and Indonesia 
*« «ww»ttd la P— i *© r 1954* H» head of tha Bulgarian 
delegation to Indonesia la June 1955 announced that tha 
tSr»% land© transactions between tha two countries would 
Uk# place lot© la 1955 «r aarly la 1956 , Bulgaria will 
•all smsnt, poroalaia, taxtllaa and ©lsetrioal products 
la exchange Dor Indonesian agricultural preduet©. 


USSR £2/ 


Indonesia do©© not hove © trad* nrrosnwmt with the 
®SSR, Is April 1956 fch© Soviet toba saa d o r proposed tha 
conclusion of a trad© ag re ens n t batwaan the two oowtrlas. 
U»© Indonesian (Jownwrat indicated tha antira question 
of trade agreeasnt© was still under consideration and 
that Interested govarnwmta war© being Infonaed that 
^idsnesU wa© not Uawdistely prepared to negotiate an 
a gr ee men t with anyone. Nevertheless, at the tint the 
Indonesian devarawat undertake© the planned revision# 
of the existing bloo agreements, a trade agrwsmant 
probably will ba aiffaed with the USSR. 


the Indonesian foreign Office announced in nldMun© 1956 that an 
Indonesian trade delegation 1© ©xpaoted to visit Caeclf md Rumania and trad© 


delegation# tram th© USSR, Hungary, Bulgarin and Seat Oeraany ar© expected 


in Djakarta to conduct negotiations for trade agreements. for th«M agree- 
neat© which expire by aid-July, validity will be temporarily extended pending 


completion of new ©gr©«nmt«. 


3 * IteMBWit Trade Office© 

Swchoelovakia, Poland, Bulgaria, and Hungary have eatabliahed full- 
fledged permanent trade ©lesions la Indonesia, idill© East 3tnuy and 
ftuaania haw had 2*s© formal repro aentationa there. One of the functions 
of th© trad© ©lesions apparently has been to find suitable ©gents or outlets, 
preferably Indonesians, for the commodities being offered by th© Sloe countries. 
3e© Appendix A for a list of local representatives handling Bloc products. 
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Cosmmist China, Cssahoslovmkla* Bast Gennany, Hungary* Poland and 
Human!® participated In the 3rd International tirade Fair held is Djakarta 
from 18 August - 26 September 1955. Poland and ihmsnia had only information 
booths and last Germany exhibited through a local scant. While tha Bloc 
countries did not dominate the Fair ae they had dm* in 1954* thay nevertheless 
made a 'tmrj impressive showing. tha Csschs were tha most curuiln in 
publicising their exhibit* naming a aerie* of eds in local newspapers 
shout the products on display. As in the pact* the Bloc cewtrlst used tie 
fair fear major propaganda purposes* exhibiting their products in an effort 
to convince Indonesia they sere capable of supplying Indonesian requirements 
for capital and consumer goods, itaaarfec nads lay sous Indonesian officials 
and businessman indicated that Chine, Casehoslovakla* and Hungary had to 
»re extent succeeded in establishing such a conviction, 
o* Intensified Advertising 

fh« Bloc countries have advertised extensively to promote sales 
of their products. Polish advertisements appearing in the Indonesian press 
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have listed 14 Mitt tratts organisations which dal* to be stole to ttwllwr 
a wide range ef goods including heavy capital equipment* ship** *nd aotor 
vehicle*. the Csech Gsmmroia « mf« ese» tative attached to the Csech 
ConsulaU Genera, In an eflttrt to interest local importers in Hettas in 
Caseh products, distributed to importers a catalogue listing a wWe sailed 
of available produets* It included machinery, vehicle s ami light englassring 
products, textiles and leather foods, oeranio and glass products. ^2/ * 
msa&nian delegation was also In hsdan dsnonstrating agricultural ma chin ery — 
a crawler traetor, a triple-gang plw, disc-harrows and ottoor farm equipment - 
to the employees of tho Office of Agrieulturs in Hearth Sumatra* 2h/ ***• 

Soviet Ssfeasay ie to launch a larft-soal* publishing and information 

{xrogras in Indonesia. 32/ 

Sconomio devdo|*mt has bssn given high priority by the government, 
but limited fiaaaoia resource* haws prevented Indonesia from significant ly 
increasing its rats of capita Investment. Private capita has failed to 
compensate for Use law leva of government investment. Governmental policy, 
conditioned by intense nationalise out directed at the "I ndonesi a n! s ation" 
of ell companies, hat eoutfit to limit the eeencmic influence of foreign 


investors, i 


Allure to develop a realistic foreign investment law 


has discouraged reinvestment as well as new investment by foreign capita. 
Foreign aid programs have been restricted by Indonesian attitudes - e Aar 
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of having restrictions lapoaed on tosir sovsr#i#ity and fr o odtai of action 
and a sensitivity to foreign influence, At too sans tine Indonesia ha* 
not bad too domestic resource* and eoonomic institutions to undertake an 
extensive economic development progrss without outside assistance . 

In late 1955# b o w ser, ths Harahap Cabinet# rec o g n l eln g that available 
capital in Indonesia was insuffioiant for its scaaoaie dsvslejxMAt, sat up 


toe Foreign Investaent Cooralttaa* haadsd by too Planning Bureau Chalrnsn# 
to study possibilities of foreign capital in ves t ments in Xndonaala. heading 
toe enactment of legislation, a Oovernssnt policy sta tem e n t- on foreign 
investment was isousd in Hoc saber 1955* w In parinol^l# fch« itetMMiii 
welcomed too entrance of foreign capital# both in too fun of government 
loana aa well as private investments# in Indonesia, Fields dosed to 
foreign investment would be Halted to public utilities# sene small industries 
tradi tion all y operated by Indonesians and industries involving toe security 
of toe country, 3ut in other basic industries foreign investors would be 
permitted to bold tip to 49 percent ef the capital stock, the statement 
implied that the draft foreign investment law would give guarantees against 
nationalisation and double taxation and assurance e that prefits nod sslsrlss 
could be transferred abroad. Although toast changes in foreign investment 
regulations would represent a considerable i mp r ovem ent# It is well established 
that foreign investors have not base strongly attraotod to areas where their 
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e*pn«l stock owner ahip to# km Halted to eaytoing less than 51 percent. 


In March 1956 the new government headed by Arise Minister All Sastro- 


aldjoje took office. Arise Minister All** policy statement to fkrliaaent 


in Afril 1956 contained toe following points of the ^vernment’e program 


for economic developments y/ 


a* Initiation ®r a fine-pear eeetwsie development plan 
Kith emphasis on the development of industry and 
Rising. 

& * S*?** 11 ® ® f St*** flaming Coasiaaion to the 
rfinietjy of State flaming. Combine and strengthen 
the arganitotioeal set-up of toe Seemmie and Kaan- 
oial Council and too State flaming Coomiseion which 
are responsible for toe superviuiect of short-term 
and long-range construction projects* 

e. Mvintea of invoatsaat atoinietration into throe 
categories 

1 - Government Investment 

2 - Private investment (toe government plane 

to give advise in determining prioritise 
f«r inveetsent and to provide protection 
against foreign competition) 

3 - Village inveetsent 

d« ftillingneea to reoeive technical and/or economic 
aid Arm aferoed on a purely commercial basis »free 
frcai any political or military eesmitmar.ts" 

•» isolation of foreign capital inveetsent hy law 

f * Achievement of a balanced budget vhioh la wm4 end 
provide* an opportunity for continued development 


** fff m Qvnmmmt. in gconmic Oe T ^ « TTm k r 


Qovernaent funds have horn too source of almost half of Xadeneeia*s 
groea investment and are likely to eoatinue to ho an laycr tant eleseat in 
future development. determent inveetsent is toe pant toe eanelstod of 
diverse projects frequently undertaken an political grenade and often 
abandoned because of unforeseen developments. Arise Minister AH, in hie 
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policy statement* pointed oat that the five-year economic development plan 
(which was eesgleted by the Motional Planning Bureau at the end of 195$ 
and which is Indonesia* a first comprehensive plan for seoncalo development) 
would prevent the various ministries free working independently of ea & 
other with a resultant vasts of energy wad money* would insure completion 
of a project onoa begun* and would prevent lose important projects from 
being undertaken first* }$/ 

The draft budget for 1954 includes Up. 3*486 million far capital 


expenditure*. It la genarally estimated that about half of this is rsplasosmnt 
and renewal ratter than new investment. 22/ Government development expenditure 
under the 1954 and 1955 budgets Included Rpe. 3,435 million and 1*300 million 
respectively* j&/ 


The five-year economic development plan covers such fields 


of reconstruction as agriculture, mining and manufacturing, power* commun- 
ications and social affairs. It is hoped that the budget* currently running 
at a deficit rate of about 1 billion rupiahs a year* cart te balanced in the 
first year of the plan* financing of ths plan is to bs off sated with 11*4 
billion rupiahs fro* the government, 11.4 billion rupiahs from private 
investment and ?.2 billion rupiahs from village Investment. J£/ Hr. Bjnanda, 
Director of the national Flaming Bureau* has stated that the plan is based 
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entirely or a realistic estimate of what Indonesia am do with ito own 
resources, with foreign aid or additional source e of foreign exchange permitting 
iaplewsntatioB of projects of lower priority* There ham been »c*st indications, 
however, that outside assistance will be required to finance the plan. 

DJuaada Intimated in a conversation with a U3 official in mid-April his 
government's intention of requesting aid from the OS in implementation of 
the 5-year plan. &f fl» Indonesian Finises Minister stated on 7 hay that 
only half of the If 56 portion of th« 5-year plan would ha covered in the 
budget owing to a decline in antioipetod tax revenues. Qj 

Ihe plan is scheduled to begin la if 56 and estimates a total 
government expenditure of 11.4 billion rupiahs (approximately If 57 million) 
or 2.2 billion rupiahs annually (approximately *191.5 minion). Of the total 
n.4 billion rupiahs of government financing, 25 percent would bo appropriated 
for pomr* 25 pereont far transportation and coaamnlcationa, 25 poromt for 
industry and milling, 13 percent for agrionlture, migration and village 
development and 12 percent for eooial welfare. According to estimates, 

6 percent of the national revenues will be invested in the first ilw^eir 
plan. For the second, third, sad fourth five-year plans, amounts havs boon 
estimated at 8.6 percent, 12 pereont and 16 paroant rmsppetively, and fat 
the period after 1975, 20 persent, 

pirn does net set specific targets bat includes three 
lista of projects in order of decreasing priority within each list, the 
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lists include t (1) special projects, large-scale end nulti-purpaes, which 
are to too undertaken toy the Control Q o v er n w s a t| (3) ooatrol projects, large- 
scale' and single-purpose, white am to bo uad s rt aksn toy the Contra! Govsrraenti 
and (3) a reomstaded list of projects to too urged open provincial govern- 
wonts and private enterprises. 45/ 

«. iMBdit ja ajjgn 

The National flaming Bureau gives priority to the development 
of electric energy - the Asshan River project and the DJafcilwhur Power Station- 
Irrigatien project* 


m JSatm ftro.lect 46/ 


Hans include the construction of a toydrceleetrlc 
pewar plant at Asahsn, Berth Bmatra with a capacity of 
800.000 kilowatts, but only 100,000 kilowatts will be 
put into me within the next five years, sad this will 
bs especially to supply energy to fertiliser plants, 
fits generation of the entire 600,000 kw will ultimately 
supply cheap electric power to several industries such 
as the aluadmK, paper and cement induatricc* 


StaStiak O/ 


Haas include the eenetructioe of two dsns, the 
tsjetiluhur Snu/ttn farm Sen on the f jitarm liver, 
permitting irrigation of 100,600 additional hectares 
in Java and altlaetely providing far tee generation 
of hydroelectric energy of 350,000 kw for several 
industries la boat Java. It Is bspsd teat the DjatUuhsr 
Can will be emplatad in five years. 


Other projects included in this list are tee iron end steal integrated project. 


the chemical and fertiliser industry and plana for the dsvalsiasat of a 


rayon industry. Although all of tee special projects are at ease stage of 


active stagy, eaoocsde justification has act bean established for all of than 


and work say not be started for a amber of years ea those projects for white 
•concede Justification has already bstn established. 
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Those projscta include completion of projects already 


imd«F way* such u the amt plant at Ore elk and various G o ver nmen t projects 
in the textile industry. 


rhe primary result of the agricultural projects sill he to 
mb* Indonesia self-sufficient in food and to increase the exportation of 
agricultural produce in order to acquire foreign exchange. Projects for the 
i^sroveeant ef social condition* include tnansaigration, education, health, 
and housing* 

to outline ef the lslan is rsadr for cubsicslan to the Cabinet 
toe study rad the t tt nl ctsr of State Planning has expressed the tope that 
tto hill on the first five-year plan would he settled la the s e c on d seealon 
of Parliament. 


ascent diseussione have taken place on two projects Included 
in the five-year econcode development plan* Both of ttoee projects have 


bera given a high priority hy Hr* DJemda. 


majmm/ 


the Indonesian press ton reported that work on 
the construction of ra Iron rad stool nil! in Lrapeng 
(South Sumatra) will he started on 1 take with the 
dispatch of an tfMnatora expedition she will conduct 
a survey for 6ft months of the region’s Iren ore rad 
lias stone deposits, it has also been reported that 
the State Planning Bureau will start steel and iron 
mill projects in BJaapaag Salon in tost Java rad in 
Southeast Kalimantan (Borneo). Another expedition is 
to servsy tto tohitasn coal nines fra tto possibility 
of increasing toe mines' output. 
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Total ooot of the fltaari 100,000 tee annual capacity- 
fsrtillzar plant at AMbm {Seuihs&st Swain) is 
estimated to too $40 Billion, half of *leh will too pro* 
cured fro* foreign aewroee. The advantages of tho plant 
include (1) reduction la foreign exchange roqoirod for 
ioported fertilisers (a) looal amiability of raw 
notarial (natural eat will pmbahly bo otappUed toy 
3FANVAC)| (3) oooi of planned dcnestie pMtott will too 
about half of lapartod fortllioar. ttw Amrioaa Bhfeesnr 
too* stated it believes this project aarlto tho consid- 
eration of tho Kaport-Iajpert Bank for a Inn to ftaanee 
tho dollar ont of tho plant, particularly in view of 
resent Soviet bloc industrial credit offoro (tho USSR 
liatod fertiliaor plants t wa ng tho projects it considered 
suitable far tho extension of teahnioal assistance) . 


a. mt mtiaml Bm&M ffinta 39/ 


* uoneral eeoaonie planning io tho responsibility of tho National 

Hanning Beard Which io a oop o ood of ttw nine cabinet awdbere aaat directly 


concerned with eoonasde planning and prodded over by tho Frims Minister. 


flto Hatlenal Hanning Bureau io an oaeoaiitive unit of the Board and io 


responsible for drafting oeottamio plana, programs and p ropo sed policies. 

Tho Dimeter of tho national Hanning Bureau is Mr. &, Djuanda 
and tho Deputy Dimeter ia Nr. All Badlardjo. ttw port of ttw Bureau in 
charge of planning ia divided into eight oeotions, each aoetlon toeing 
responsible for drawing up phuw for a oortaia branch of gevoroMot 
activities and Awning an intermediary between that brant* and ttw Ministriee 
concerned. In October If 53 ttw Bureau for tho Coordination of Foreign 
Assistance and the Ceonitteo for ttw Coordination of Foreign Assistance, 
both previously under tho Mlaiotoy of SttnoKUt Affairs, worn abolished and 

i CtfrtfS*?' 77T&S 

beeaao ttw Secretariat of ttw XntmNbgnrtnantal Co or di nat io n of the {tattoos! 

A 
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Flaming Bureau, the Interdepartmental Coordination Committee, presided 
oiwr hy the Director of the Miami Fleming Bureau and empied of 
the Seeretariae-Osneral of the Ministries represented on the nations! 
Flwming Board, coordinate* the projects of the different aini striae 
for the utilisation of the various forms of foreign technical assistance. 

A number of foreign experts, aider aseletanee projects of the 
till, the Colombo Han, etc., ere attached to the Bureau ae advisors 


and assistants under the supervision of the director, the eerrioee 
of these foreign experts were utilised in the formulation of the five- 
year plan* J.S. Mbits Knginearing Corporation, shite worked enter the 
national Planning Bureau from June 1954 until April 1956 when ita 
contract mm cancelled, assisted is surveys of Indonesia*# economic 


needs and in the preparation of ■pacific investment projects. Three 
French engineers have been working on the Asahan project and an Italian 
power expert mm attached to the Bureau in January 1955. In tens 1954 


the Indonesian Government requested the services at 10 nrfetn g experts 
trm Senate. On 16 April 1954 the government renewed far another 
three years the US technical Assistance A gr ee m e nt utter teite advisers 
are assigned to assist th* Hanning Bureau in drawing up tevelojmant plans . 



In April 1954 tee Indonesian Industrial Development Corporation 


ltd. wee founded enter tee auspices of tea Indonesian Chamber of Cameerce. 
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Ir. Albert hand* Leeafcan Tobin* mas designated General Manager under 
m Executive Council composed of wnwai oftteial* of the Indoneaian 
of Geamraom H» Board of Directors consists of fir. SJaudt 
(Chief of the national naming Bureau), Ir. lash (a leading businessman 
and former ‘ttnioter of fnblic docks) B. Iskander fodjanfaniia (fttrur 
Sinister of labor) and the management of the Sank Induatri Negara (the 
at&te industrial development bank). The ale of thle oorporation i* to 
&»siat in and to stimulate the establishment of industrial projects 
in Indonesia. It offera the fallowing services; the preparation of 
plana concerning operation*, organisation, and blueprint* and the 
wppljr of cost data for the aatahll shaent of now f actor iaat Plena for 
iaproveamt# in operations and organisation of old factories* inducement 
of domestic and foreign capital to invest in Indonesian industries; 
mediation be tw e en b u si n essman and the Government or between ssvaral 
industries concerning the es t a blish ment of new industrial projects 
and the facilitation of solutions to the problems encountered; mediation 
between Indonesian buainesmssn and International agencies and between 
Indonesian businessman sod foreign businessmen who aro interested in 
investing capital in Indonesia; and final!? the eatsbliOhwint of 
factories when no ixdative ia shewn bgr others. It is certain that 
Sine-Soviet Bloc trade missions and trade representatives »»m 
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itron| efforts to win the WJfiliM* of the Mrtnv of the fiatootrlal 


Son -elopraent Corporation. 



The aepartBsat of latest ay of the *&nist*y of ®eene*i© 


Affairs aalntalas (kwelopnent sad training institutes throughout 
Indonesia, The Institute* am* Industrial Development Institute* 

Chemical Institute; Materials Totting Institute j leather Institute! 

To3d.Uo Institute | Serasaiet Institute* end Batik Institute. The 
Institutes* primary function is to provide the basic engineering 
facilities, services, end trained personnel for i"pl*te®ti»* the 
gcnnrnsnnt** progra* of industrial devslojment. Their secondary 
function ie to provide reeeareh and analytic# services to the extrac- 
tive Industries. The IMU throe# its sid program has been fumiSBing 
cmaaodity aid to the Institutes for use is both training and development 
programs. The ssrvices of technical experts, under ths U» Technical 
Assistance Program, hare been supplied to assist in the execution of 
the projects. In addition to the Indonesian staff, there are twenty-tro 
European technicians employed tjr the government mi direct contracts 
and assigned to these institutes* In view of Indonesia's la# of 
qualified end experienced technical personnel these institutes, with 
their primary egbult on training, play an ia$ertant part in Indonesia's 
economic development. 
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In May If 56 ii wi reported that th# Indonesian Htniitor 
of Education had toon invited to head a dsl sgatt o n to the USSR to 
afcady te* Sowiot oduoatiwial system. 52/ It ia anticipated teat a 
Stortot offar of assistance in te# fields of technical and agricultural 
education will follow! «n ttrtlar proposal tu made by Soviet Ambassador 
23n&ov for a bilateral agreement for te* exchange of professors and 
students under shite Ind o n e sian students could study in Russian 
universities. &» slow of tee great need fbr te* training of 
Indonsaiane in technical fields and tea lssk of ado«ato training 
facilities in tedawsla, tela represents a wide area for exploitation 
by tea OSS*. It OMwa likely test Soviet offers of training will be 
accepted by Indonesia, particularly in view of tee Indonesian practice 
of recruiting experts fro® a nwfear of different countries to avoid 
tee danger of any on* nationality dominating te* prog ran. In view of 
te* importune# the gevomnant attaches to tee continuing placement of 
foreign technicians in these institutes. It seems probable teat Soviet 
personnel might be attached to several of th*«* institutes. 



1* S8 Assistance 


Sines 1950 total OS assistance to Indonesia baa amounted 
te approximately Hw* million. Including a #100 million Export-Import 


Bank credit mads in 1950, of white #16.8 adUtcm remains unallocated. 53 / 
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**• SadalMHik credit* have been authorised for the tnwsportatlan deveiop- 
Mint pragras, telsoaeaamioatione dsvalo pnnt, Inter omstrueUon, rail- 

«w4 rehabilitation progra*, electrification program forest development 

of 

f* 0 #"*** eonatruction/a caeant plant, purchase of aircraft and equlpnent 
and aarine engines. jfcj/ ftriaary sagfeasis of tbs OB technical cooperation 
ppogra* in Indonesia has been placed on increasing agricultural and 
fisheries production and on tlia expansion of public health aervieoo 
and faculties fur technical training. Moderate assistant has base 
giwn to In donssia in providing engineering service# and taproving 
public adainistration. 

3he introduction and distribution of hi^tar-ylsldlng 
rim sad com sssd sad aesiotsaee in the nodemisstisa of tin Indansa i a a 
fishing fleet have ham of particular tignificanee. Special salaria- 
ooatrol projects have horn undertaken with notable success. The 
University of California sad fuakegs* Institute an providing technica l 
assistance in the fields of mmUosI education sad vsostlsnal training* 
Facilities Her technical training include furnishing American experts 
to help i» tils development of Iad ones la n institutions and providing 
teeJaing opportunities in the VS, for Zadonsaiano. JQ/ 

The ft. A«0 agreement, signed in March lf54» fbr the sale 
to Indonesia of 08 surplus agricultural cosowditiee valued st $96.7 
ailllon will provide ne e ded local currency funds to sosiot in Indonesia's 
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oeonoade dsvolepnsnt. gg/ fhe agricultural eomoditiea o evmd fey the 
aOPoeaeit aret cotton, #36.0 aUUsRi Hoc, $35.* Million} tobacco, $15.0 
niUiont and wheat flour, $5.0 nilllcn. Ocean transportation cowing 
apjasudaatoly 50 percent of tho coat la eotiaatod at $4.9 aUUsB. 

Eighty percent of the rupiah funds (equivalent to *77.4 adllion) will 
bo loaned to the Indonesian Oevenwant for a concede development purposes. 
Ihe roasindsr of tho rupiah proceeds (equivalent to 119.3 adllion) will 
be spent by tho US for Market devalops&ent aetivltieo, tho purchase of 
etratogie Materials, defrayment of US expenses and tho financing of 
International educational exchange activities. 

2 * Site ?r ** Assistance to Indonesia 

Apart from the Sstherlaads loan of 1950 far 173,7 Million, 
assistance tram other Proa World countries has been aaall. la 1954 
tho Sinister of Pleanoe, Mr. Ong Kng Die, reportedly stated that the 
gevernasat had obtained loans abroad totalling ftp, 1 billion (approximately 
IBS Million) — Kp. 400 Milli on (approximately $35 Million) fron franco, 
ip. 300 adllion (approxiMatsly $36 Million) free Moot Qonsany and 
ap. 300 Million (approxioatoly *17.5 million) fron tho Motherlands. A 
eubooqpwat Sebassy chock with aoabors of other Missions and officials 
in the Ministry of Tirnaeo revealed the atatua of the credits freet 
these countries to be as follows] gg / 

/‘ranee - Praaoe and Indonesia roaohed an agre ament 
in Jwie 1954 at the o on cX usl o n of thoir trade agroonont 
negotiations which provided for credits totalling 13 
Million ftwnea (s ppr o x l w ately $35 eillion) to bo weed 
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within on* year and rep nybble ©war a period of ? 
Tears, the credits wore to he wed for the par- 
chaw in France of ca p i t al goods — hydroelectric 
installations, p ow er and electric equipment, 
building iqiilpwtnt^ ihlyt| AO 

of the end of 1994 no agreement had hew reached 
©a the terms for the implementation of the credit 
and the French Governaent was becoming impatient 
and had steed the Indonesian So vsrrm en t to cone 
to eone early conclusions or release the credit 
for bn 1 ly France in other parts of the world. 


HllOgJBfg - agreement with the Sank 
Varela Vcstdoetaohland, Dvtaeeldorf, simply pro- 
vided that the 8ttk would consider requests for 
credit from Indonesia, and if the project waa 
conaidered sound and term of credit could he 
a greed upon, the Beak weald great the credit. 
The amount and credit terns were not stated, 
there had hew no specific requests submitted 
to the lash for oredit ae of Osoeeber 1994* 


at ajfegktta - Saak of Indonesia was 
authorised by the Monetary Council on 9 April 
1954 to conclude a credit agreement with tee 
i.T. Sagert F in a ncier ing Mij, the Hague, for 
approximately ?5 millioc rupiaha (approximately 
»«5 miHion) , According to the Coanertsial 
Counselor of the Office of the High Comics loner 
for the Netherlands none of tec credit had hew 
mood as of Deessbcr 1954* He added teat tee 


credit is to he used for projects which must 
hat* tee prior approval of the Netherlands 
C lov e rnw e nt and esn, in no e e aw , he dispensed 
freely hy tee Xafenssiaiis aa claimed by tee 
Minister of finance. 


3* Hi m 1 ft w M&BSfc 

Failure of tee Indonesian Government to provide the 
necessary guarantees for foreign investsmnt— guarantee c against 
nationalisation and double taxation, settlement of land cenoeeaion 
rights and assurances teat profits can he transferred abroad — has 
discouraged reinvestment as wan as nsw invsstmwt by forel#* capital. 

The withdrawal of Dutch capital, primarily Inverted in rubber plantations, 
has hew nest extensive, but in 1994 British and US interests also 
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their intention* of liquidating particular holding*, os 
petroleum interests - Standard Vacuum and Caltex - «xg*ot, however, 
t® ia»*t approximately IUO million in Indonesia over the next four 
«p flv* year*. Monthly transfer of profit# la bled to «*—■«< of 

aaw Investment of $70-80 a tU i t a by Stanvae and of $60 million by 
Caltex. $£j 

On 27 April 1956 the Indonesian press amranced Indonesian 
and Japanese jpmraaantal approval for tin establishment of a Joint 
Japaneee-Xndenesisn National Reconstruction Bari:. The bank will have 
a capital of » nillioB rupiah. (approximately $4.4 million), 49 percent 
of »*ich will be provided ty a J ap a nese camps ay and 31 peroent bjr private 
Ihteneeian inveatore. The Japanese investor, Isshiwara Sangyo Company, 
***• *^wtedljr paid It# first Installment. Ifaa bank not 
te foreign exchange transactions, but It will lend wear ftr the 
dsrv^awit of Indonesia's petroleum l»d»»t*y, lnterlsland dipping 
■wwteaa, and other Industries. &/ 

In nid-Jima 1956 a contract to finance aMtiney far 
* rice straw paper mill is OeBtmtl Java under a four-year credit aaa 
concluded between the State Industrial Bank and an Italian firm * Cslluloeo 
The mill, scheduled to open by mid-1956, i# to have as 
araraal capacity of 7,300 tens. A second state Industrial Bank project 
for aa asbestos cement factor/ soar Oreaik (Seat Java) la te have 
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Italian technical aid and financial aid frea New Zealand under the 


Colorabo {lan* flew Zealand assistance has also team reported far 


planted tannery and glass factories. The Indonesian foreign credits 


committee has annottnced the continued opportunity for capital floods 


lstports under long-tom credits froa tits lather lands. Vest Gcraany, 


Franca, Sweden, Italy, CaeehosloTakia, the OK and the OS* 


To date the Sine-Seviet Sleo has provided Indonesia with 


known credits totalling appradnatsly #9.6 nillion and an estimated 


1100,000 in grants — 150,000 in a^tipneat and 450,000 in technical 


advice and travel expenses, the larflsst credit has been sn 18.0 


milli on credit granted by fleet Germany in if 55 for the ooaetrnstlen 


of a sugar factory. 3h» other credit - a &.6 sdllion credit 


payibln in 5 yean at 4 percent interact - was granted by Csechoalo- 


vahia in if 56. yj Soviet Sloe grant assistance has included an Sast 


Qcraan donation of an automatic weaving aaahine and two knitting 


machines which had boon exhibited at the If 54 Djakarta Trade Fair, 


installations by Oscch technicians of five loose ordered by Indonesia 


at the sane fair, and tours of the USSR by Indonesian delegatee ©f 


rallwsyaon, industry, and agricultural officials in If 54. 4/ 


The Hoe technical aid program in Indonesia has been carried 


out in the past by the Surepeaa Satellites, primarily Beet Germany 
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•nd Csechoalovakia. There are indications, however, that the tffiSU 
intends to become increasingly active to totomesto. In April 1*56 
the Soviet (Men made its first concrete proposal to give T«A».« 4 r 
sconoasic aid for development to all fields, including agriculture 
and Industry. &£/ Although the amount and typo of aid, whether great 
or lean, is net put elsar, it appears that Indonesia is receptive 
and in principle is prepared to accept the Soviet offer. 

frtor to 1*56 Bloc assistance had been on a —all - eeal *. 

In stow of the recent announcements of the Soviet aid of tor and the 
conclusion ef several a greement s tor Csech aid, it appears tost toe 
aloe intends to participate to Indonesia* s economic development on 
a large-scale . U» possibility of an increased bloc aid p r o gram is 
supported by mss Minister Ali*e policy statement made before Parliament 
to April 1*56 toortly after he took effiee. the Prime Minister, to 
sjgresstog the desire to matoteto good relations with toe US "toich 
is capable and willing to give aid to ether countries," added that 
Indonesia mi also "willing to make use ef the ability and willingnes s 
of Communist countries to give aid. "*? / 

1* tost Germany 

The largest Bloc project in Indonesia to tote has been 
that rssuLttog firm, the tost demon contract, signed to February 1955, 
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for t ho construction of « sugar factory la Jogjakarta, (Sooth Java). 
***• ****** factory will have a capacity ef 8,000 tons of sugar per 
24 hoars with an additional distillery capacity of 1,900 tees of 
spirit dally. 68/ It has horn reported that appwOastely 1,200 
hectares of land (about 2,765 acres) will ha planted with sugar « n » w» 
to supply the will, the factory ie to oaplny 10,000 wwfcere. §&/ 
total cane grinding capacity per 24 hears of Indonesia** sugar 
factories i* carrsntly 67,527 ton*, fhs Jogjakarta factory will 
insreass total cans grinding capacity par 24 hour* by 3 percent. 
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In February 1955 a tom el contract for tbe construction 
of the Hgu’ factory mm alined with Saet Germany. (S*e attachment for 
a cojy of tbs contract) the tanas of the contract specified that East 
Germany mast deliver fcha equipment in such a m y to suable tbs rev 
sugar factory (i nc l u d ing power station, molasee e-tank, sugar laboratory 
and transport installation) to bs put into operation on 15 August 1954) 
the Mbits sugar stage on 15 Se pt e mb e r 1956) the spirit plant on 1 
April 1997) and the workshop and foundry on 1 March 1957. 22/ 

Under toe toms of the contract the total costs of tbs 
equipment far the factory were listed as 2,«L9»5t9 pounds sterling 
(approximately 19,0 million) , Installation expanse* and the travel 
expenses and salaries of tbs last Osman technicians were included In 
the purchase price of tbs equipment. Estimates made of tbs total 
eosto of constructing such a factory have placed the value as high 
as 112.0 million. Saltan Eamangka Buwono, bead of the self-governing 
region of Jogjakarta* indicated at the unloa d in g of tbo first abluent, 
of machinery for the factory that 90 mUlion ruplabs (approximately 99.6 
million using toe conversion rate of 1 rupiah/i.Od?) bad already been 
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far aubian? for the factory and that an additional 60 


ailliaii ropiaha tapproasiaatoly 15.0 Million} would 1 m B— dad . 2k/ 


fagmmt la to be aada ia six annual installwmta within 


tlM period 1956-1961 and ia tha following way* 23/ 


(a) up to 1 dm 1956 * .... 40 percent of the first 

anniftl imtillMt 

tai 15 dan 1957 ...... 60 percent of tha first 

annual installment 

(4) oe 1 Aug and 
30 Sap of 1957, 

1958, 1959, I960, 

and 1961 .... 50 percent of the annual 

installment payable at 
tha fixed dates 


lhars ia nothing In tha tarns of tha eon tract to indicate payment will 
ba a&da by Indonesian deliwiee of sugar as has bssn indicated ty 
sous sources. £hs tamo specify that payments mads to tha qpeolal 
account of the Dautaahen Kotae Bank teham been establlrtied with tha 
Bank of Indonesia can ba used by neat Somaay for tho purchase of 
IstiamvlMn products listed ia an sttaotaant to tho contract. this 


list inelndas produets nermlly exported by Xndonaaia to tha Sloe— tin 


most important of thleli am rubber and tin. 


In June or duly 1955 Mr* Susan to and Mr. Super!, agents 
of "Jajaaan Credit U«ni*» (feasants Credit foundation), warn wet to 
Seat Germany- to asttla aattara pertaining to tha purchase of tha 
au#tr factory squipaeat. 26/ In Ootobar 1955 tha first shipment of 
aachinsiy for tha factory was unloaded at Surabaja. 22/ An aarly 
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M©w«b*p r«port indicated a Polish f roister mi leading parts of a 
eugar factory at the fert of 5ft w a r far export from East Genssny to 
Indonesia. 2g/ Sultan Sowono indicated that four fiact Canaan engineers 
acting as technical advisors were expected to arrive in the add die of 
October and that a total cf 40 technicians would ba oont to assist in 
plant construction . 28/ Othor report • have placed the mssber of East 
Cernan technicians aa high at 60. 

imports have boon received which have indicated that 
w or* on tha sugar factory has begged down. It was reported in October 
1955 that production at the ami plant, originally scheduled to begin 
in August, had been postponed until seas tine in 1957. £ 3 / However, 
in the sooond general debates la Sarliaaent in April 1956, Priam Minister 
All. in mump to questions on the construction of the sugar aill, replied 
that work had not stepped. He stated that, in view of the fact that 
Indonesia and Saet Germany haw no direst eensuhicatians and besasss 
of the large amount of capital needed for the project, progress has 
been alow. 81/ 

auger production in Indonesia has steadily Increased 
since the mr with 1955 fredastien estimated at 350,000 *.t. aanparad 
with 713,000 m»t. for 1954 and 619.521 m«t. for 1955. gj/ Denestie 
consumption requirements have almost equaled annual production, however. 
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rhe following t able thorn Indonesia* • dwcsdti* consumption of 


sugar for 1950-19551 22/ 


Iwr 

1950 

1951 

1953 

1954 

1955 


284,700 
421,467 
456,404 
518, oa 
490 , 300 . 
665,106 



04 

98 

99 
30 
69 

78 


Tt* construction of this plant folio within tho governaentU |0*no for 
agricultural projects, tho priwery purposes of i*i«h or* to *»ko Indonesia 
self-sufficient In food on* to increase the exportation of agricultural 


produce ia order to oo^airo foreign s whan gs, 

Boot Oerrnny, Rwwnie and Cweehoslevekia hare *xprm*t*u 


on interest la providing technical assistance for tho dewstopwsnt of 
the (forth Scnetra oilfields . Thee# countries hare offered to mmA 
experts to exploit the oilflolde, to supply petroleum oqpalpwot end to 
train Indonesian personnel. g£/ Dsvelojwent of the North Sumatra 
oilfields r epresent s e potentially reeeptive field for Sloe aeeietanoe, 
the* oilfields hero been exploited only on e United eeele by 2«o»l 
groups pending e decision on whether they ere to be nationalised or 
privately operated. Disposition of the oilfields it currently wider 
•tody by the goverwent. Sorth Swatra contains rich oil dopoeite, 
but (jBy expansion by tho Indonesian Oovarnsaent would reipiire foreign 
capital as well as foreign technicians, the local group# have no 
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capital, only Halted credit, and are constantly faced Kith financial 
difficulties in tbs operation of the installations, fj/ 

Indonesia's failure to establish a stable petroleum 
policy prosmat# a sis&ble drawback for foreign investors* Under present 
conditions each foreign firm mast sake ssparate arrangsnants for con- 
cessions, taxes and the use of foreign exchange - all of which are 
subject to changs. %f the failure of the go v ernmen t to comet a nm 
mining law has created a serious obstacle to foreign petroleum Interests 
in obtaining and renewing concessions for development of the patrols*® 
resour cos. If Bloc offers meet Indonesia * a requirements, it would 
not seen unlikely for Indonesia to aeespt sonw assistance from this 
quarter. Bloc willingness to train Indonesian personnel would certainly 
appeal to the government in view of its insistence that Indonesian 
personnel be employed in technical and administrative positions in 
the industry* 

2. ‘jsecho Slovakia 

Csseh efforts to provide technical assistance for 
Indonesia's economic development set with very little sueoess in 1955. 
Only one wall-scale project, the construction of a canvas-producing 
factory, was undertaken with Gsech assistance. A January 1955 article 
in lags a. in reporting on this project. Indicated most of the textile 
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eaohi nary had arrived and Osech technicians ware assisting in the mounting 
Had operation of the naehlaery. $jj ha Massy check-up revealed the 
press release me exaggerated! the textile machinery, ordered from Csach- 
osiovakia at the if 54 Djakarta Fair, had not arrived nor had construction 
work begun. Data of arrival of either the textile machinery or the 
Seech technicians was set known, fg/ Reports that Casehoalemdcis was 
building as electric p owe r plant, a factory far radio receivers, a 
phanmeaubieal plant, and a factory far email and aediaa-sised agri- 
cultural naohiaee have net been oonfirwed. 

In early April 1956, toortly after the new Xndsneeiaa 
cJoveranenfe headed by Mae Minister All teetroanidjoj© took office, 
two agreement# providing for Casefe assistance were announced. 

An Indonesian preaa agency announced that tha Csech 
Ooveramant had agread to extend a credit far approximately 61.6 million 
to Indonesia, payable to five year* at 4 percent interest, tha credit 
will he used by the In d one s i an fire and Rubber Company to «toip e 
tire factory to Djakarta. A contract tor this purpose was signed 
between toe hank of Industry and tha Caato firm, Toch a oexp ort. t9/ 

Brogue announced the conclusion of a aacand a gracncii t 
by Technoexport tor toe eonstmetton of an enamslwere factory which 
will tom out 750 tone of enamel ntoneilc a yaar. the Cnatoa are to 
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deliver the ocuplete equipnent including an electric power station. 

Cmth technicians will install the equipwwt and train Indonesian 
vwrhers in the servicing of the aadbfnery and in production aethode. 33/ 
According to pram roper ta the first part of the s n s mlw a r s factory 
*<*ui$®ent has already arrived in Indonesia. %/ 

Indonesian Eeoaoede Ministry sources revealed on 13 
April that the Cseoh Gwaman t had outwitted a draft credit agreeasrt 
to tbs Indonesian Oe ws ra wi a t wider whiah credits would he granted to 
Indonesia for the establishment of sash industries as steel# want, 
textiles, glass, paper and palp and fertiliser. §2/ The Foreign Office 
has stated tills wss a revision of the draft on whltii the swirls* had 
failed to agree in Atijr 193$* The Sdbassy has been infcrwd that the 
total line of ersdit is not agwclfled but that subsidiary agreeasnts 
ars to bs reached on a projsot-to-jrojeot haais. the taw sail for 
marmot in starting with 10 percent down, 15 p ercent on the first 
shipment and the balance in 9 smt-wonaal iiwtaUnant*. m» draft 
smrisagM the uee of Cassh technicians whose expenses will he paid 
in loral surrsncy. fj/ fhs e gra a msnt , was signed cw 16 Key and the 
Press reported the first ersdit under tits agreement was the &. 6 
■IllisB ersdit to the Ind ones ia n Tire and Kub bar Coapany. %/ It 
is not clear if tiw enweliure factory is included under this ersdit 
agresamt or if it Is a separata deal* 
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k Rumanian- Indonesian afnamt of August If 54 included 
* pwidin far ftnnanlen assistance in the construction of a cemwt 
Bill, In drUUng oilwella and working mineral deposits. |j/ 

In October 1*55 Mo bead of Mo Bawanlan trade Office 
in Djakarta made an offer for the oonatruction of a ament Bill on a 
long-term credit basis. The cement plant wold hare an annul capacity 
of aao-3QQ»QQO tens. %f Rumanian te c h n i c ia ns ware due to arrive in 
January l?5d foe* a two aan th survey to eeleot a eu ltabl e alto for 
the plant. 22 / In d o nes ia, already has one cement pleat ia operation 
and oonatruction work la progressing cm Me cement plant at Oresik, 
near Surabay a (Cast Java) Mich ia being financed by an Kxpert-Impart 
Saak loan. 2ft/ tetieipeted production of Me Oreadfc plant, added to 
owreat production, io expected to bring local omeat output cloee 
to preaeat denande of tha domaetio market. Dr. DJuenda has abated 
that the plant at Oresik will sate Indonesia approximately H Billion 
per y«ar in foreign exchange. Gonetraction of this third plant would 
aaka Zndcnaaia self-sufficient in cement and wight even supply e 
ewndue for export. It also would have tha concomitant result of 
displacing Sloe exports of cament to Indonesia. Over half of 
Indonesia’s total cement iaporta in the firat half of 1*55 ware supplied 
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the Sloe. Of t otal Sloe exports of cooont to Indonesia in January- 
Jana 1955 «S**o*la*t#ljr 70 percent mm supplied By Csscheelowkta, 

23 poracat by ®amsd* t and tho rwaiador by Boland and Hungary. jj/ 
Although the Indonesian Qovnrnment baa nob announced that Huaania baa 
ba«i awarded tho contract for construction of this ceaent plant, lb 
«M»* likely that Susanl a a aasi stance will be acoepted. 

lh« ritaaaniaaa haw sad* a amoral offor of assistance 
for tho dewlopsent of tho Berth Sumatra oilfield*. FaLLowing • 
onmy of tho ollfloldo and tit* refinery at fangtalaa J3randw*, a 
/tuoanian d el eg a ti o n offered to furnish modern drilling for 

urn in tho oilfielde and to train Indonesian technicians, im/ f* 
data there haw boen no mAmtgmA offoarto by tho Bumnlan* to posh 
thia project# bat with disposition of tho Berth Sumatra oilfialda 
ondor stud? by the *11 Government the Swaniaas wjtt probably tmka 
concrete aid of far. 


Itelirti* Hungarian and Geenuaist Chinee* economic aoale - 
tanoe activities in Indonesia haw bean Halted priaarUy to general 
offera of lm*-tera credit* to finance Xadoaaaian purchases of capital 
goods. In Juno 1955# Cmaunlot China offered long-ters credits in the 
fora of capital geode for the construction ef textile sill*# hyd ro - 
electric installations and emsnt mills. 101 / To date no nymmalm 
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for the on of ana h oredlts have boon signed with any of these countries. 

Tho USSR, in April 1954, made its first concrete proposal 
of economic aid to Indonesia. 102/ Soviet totouum tor Zhukov informed 
th« prase on 1© April that ho hod submitted a coaare to economic aid 
proposal to the Indonesian Oovernaemt. ahukov commented that the offer 
we affective for any field, including agriculture and indue try. Dr. 
Djuenda, Uireetor of the National FLarming Bureau, stated ho we unable 
to disowns the Soviet offer at that tine hot described it as a parallel 
to the Soviet offers wde to Zndle. governm e ntal deed ei on on acceptance 
of the Soviet offer basnet yet hew readied, but it mtmm extremely 
imU4»ly that the Indonesian Government, faced with a sufficiently 
attractive Soviet eoonoaic aid program, would refuse it. 

jsvAafssteix Strahov, in a 2 May prose latorvisw, 10 1/ stated (hat 
ho had Informed the Indonesian IHse Minister and the Foreign Minister 
that if the Indonesian Government would submit a concrete proposal 
the SBSK wo prepared to study it Carefully end start aaioUttiflUi 
Ho listed construction of power stations, fertiliser factories, oil 
refineries or alu m i na s and cement plants as suitable prejsete for 
cooperation. He added that the BS38 was prepared to with 

Indonesia in the use of atcraic energy for peaceful purposes and to 
train Indonesian personnel in this field in the OMR, Zhukov further 
revealed that the rasa we starring the possibility of granting 

- 39 - 


25X1 


Approved For Release 


Ia-RDP79T01 049A001 5001 9001 1 -3 



Approved For Release 2003/10/01 



01049A00150019001 1-3 


scholarrtiipe to Xndettasi an student* to take up apeoialioed studiee in 
Huaaiati ativmltiw. 


HMMM project# tfiltth haw km Hated by fhukov haw 
ham wall-chosen by the fleviata. thrwlopaent of power has ham 
onfii&oisod by ttaa National W a nning Bteraau in the $-year dewlopwunt 
plan. Construction of efetniflal fertiliasr factories haa a hitfi 
priority because of ita isgwrtance far increasing feed production, 
especially that of rioo, Disposition of the north Stsnatra all Maid* 
ia currently und e r study by the g ar o ra a on t and it assets apparent the *, 
affarba to develop theaa oilfialda «m requirs aam type of foreign 
aaaiatanee. 
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im 2 

mmm sm mm 

(Quantit y in setris ten*, exoept u indicated* 
value in tho usan d s of U3 dollars) 


Jan-Jaao 1954 



Total Stsm World 

Tatjal from 

Slno-Soviat Blag 

Cawedlte 

QiiaatltT 

Talas 

9mntlfrY 

talus 

Ferosnt of 
y #ilt 

Mi&t tf Untfp 

4? 

S 87 

15 

90 

XU4 

Silk yarn* for moving 

77 

412 

IS 

n 

1?«2 

Gotten yam for weaving 

4#&44 

5,871 

3© 

36 

0.6 

Cotton fabric*, standard 
type (thsua. nstere) 

3a?#n? 

74,274 

7,m 

1,645 

2.2 

Fabrics of art. taxt. 
fibsra 

2 # 244 

5.083 

42 


2.7 

TOTAL 


85,877 


1.976 

2.3 


&fl=&QgJ& as 


Cowaodity 

Quantity 

Tains 

Quantity 

Talas 

Fervent of 

Silk yams for weaving 

14 

71 

10 

50 

704, 

Cotton yarns for weaving, 

ilfitfl* i£iblft&ehdd 

4,689 

5,825 

9 

13 

0.2 

Cotton yarn* for weaving, 
twisted, unbleached 

1,590 

2,747 

f 

19 

0.7 

Cotton sawing thread, on 

raala 

756 

1,560 

346 

223 

14.3 

Tarn aid. of art. stable 
fibers 

4,685 

5,455 

9 

10 

04 1 

Cotton fabrics, standard 
l^fpl ^Bb3b»efo<d 

3,462 

4,199 

2,153 

2,492 

59«3 

Cotton fabrics of standard 
type, other 

17,242 

33,680 

3,880 

7,804 

2341 

Cotton velvet and plash 
eldthinc atttrUl 

551 

1,523 

33 

102 

6.7 

Fabrics of art* text. 
ti ibara 

4,912 

9,114 

495 

M?a 

12.9 

Tulls, laos, at. ribbon# 
narrow fhbrieB of act ton 

65 

170 

5 

17 

10.0 

Text* for indnst. nao 
(boltings, silk gMtae, 
filter cloth trans and 
conveyor baits) 

101 

262 

63 

154 

5841 

Blankets and coverlets of 
ootton 

574 

309 

62 

52 

16*8 

Mieo. text. nano. 

1,565 

606 

8 

Jg 

1.7 

TOTAL 


65,523 


12,124 

18.5 


Sourest Sana os for Table 1* 
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